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134th General Assembly

Regular Session H. B. No. 228

2021-2022
Representative Roemer

Cosponsors: Representatives Fowler Arthur, Seitz, Young, T.

A BILL

To amend sections 718.80, 718.81, 718.83, 718.85,
and 5703.77 and to enact section 718.841 of the
Revised Code to make changes related to state-

administered municipal net profits taxes.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF OHIO:

Section 1. That sections 718.80, 718.81, 718.83, 718.85,
and 5703.77 be amended and section 718.841 of the Revised Code

be enacted to read as follows:

Sec. 718.80. (A) A taxpayer may elect to be subject to
sections 718.80 to 718.95 of the Revised Code in lieu of the
provisions set forth in the remainder of this chapter.
Notwithstanding any other provision of this chapter, upon the

taxpayer's election, both of the following shall apply:

(1) The tax commissioner shall serve as the sole
administrator of each municipal income tax for which the

taxpayer is liable for the term of the election;

(2) The commissioner shall administer the tax pursuant to
sections 718.80 to 718.95 of the Revised Code and any applicable

provision of Chapter 5703. of the Revised Code.
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(B) (1) A taxpayer shall make the initial election on or
before the £irst—fifteenth day of the £hird—fourth month after
the beginning of the taxpayer's taxable year by metifyine—
providing to the tax commissioner ape—eaeh—a list of all

municipal eerperatier—corporations in which the taxpayer

conducted business during the previous taxable year, on a form

prescribed by the tax commissioner.

23— (2) At least guarterly, the tax commissioner shall

notify each municipal corporation that a taxpayer lists in its

election under division (B) (1) of this section that the taxpavyer

has made the election.

(3) (&) The election, once made by the taxpayer, applies to
the taxable year in which the election is made and to each
subsequent taxable year until the taxpayer notifies the tax

commissioner of its termination of the election.

(b) A notification of termination shall be made, on a form
prescribed by the tax commissioner, on or before the £irst—

fifteenth day of the £hird—fourth month of any taxable year.

(c) Upon a timely and valid termination of the election,
the taxpayer is no longer subject to sections 718.80 to 718.95
of the Revised Code, and is instead subject to the provisions

set forth in the remainder of this chapter.

(d) At least guarterly, the tax commissioner shall notify

each municipal corporation reported on a taxpaver's most recent

return or declaration filed with the commissioner of the

taxpaver's termination of its election.

(4) The tax commissioner shall provide to all municipal

corporations imposing a tax on income on or after January 1,

2018, a list of taxpavers that are subject to sections 718.80 to
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718.95 of the Revised Code, including the taxpavers' names,

addresses, and federal emplovee identification numbers. The list

shall be made available via the portal created under section

718.841 of the Revised Code.

(C) (1) (a) On or before the thirty-first day of January
each year, each municipal corporation imposing a tax on income
shall certify to the tax commissioner the rate of the tax in

effect on the first day of January of that year.

(b) If, after the thirty-first day of January of any year,
the electors of a municipal corporation approve an increase in
the rate of the municipal corporation's tax on income that takes
effect within that year, the municipal corporation shall certify
to the tax commissioner the new rate of tax not less than sixty
days before the effective date of the increase, after which

effective date the commissioner shall apply the increased rate.

(2) A municipal corporationy—withinniretydays—of—

reeedtwing— that receives a Easpayerts—notification ef—
under division (B)_(2) of this sections+ shall submit to the tax

e N
TTTOTT

H

commissioner, on a form prescribed by the +as—commissioner_and

within the time prescribed by division (C) (3) of this section,

the following information regarding the taxpayer_and any member

of an affiliated group of corporations included on the

taxpaver's consolidated tax return, when applicable:

(a) The amount of any net operating loss that the taxpayer

is entitled to carry forward to a future tax year;

(b) The amount of any net operating loss carryforward

utilized by the taxpayer in prior years;

(c) Any credits granted by the municipal corporation to

which the taxpayer is entitled, the amount of such credits,
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whether the credits may be carried forward to future tax years,
and, if the credits may be carried forward, the duration of any

such carryforward;

(d) Any overpayments of tax that the taxpayer has elected

to carry forward to a subsequent tax year;

(e) Any other information the municipal corporation deems
relevant in order to effectuate the tax commissioner's efficient

administration of the tax on the municipal corporation's behalf.

(3) A municipal corporation shall submit the information

required under division (C) (2) of this section to the tax

commissioner within ninety days after the taxpaver files its

final return or within fifteen days after the end of the taxable

vear for which the taxpaver made the initial election under

division (B) (1) of this section, whichever occurs first. For the

purposes of this section, "final return" means the return filed

with the municipal corporation for the taxable vear immediately

preceding the taxable vear for which the taxpayver made the

election under division (B) (1) of this section.

(4) If any municipal corporation fails to timely comply
with eisisiens—division (C) (l1)—armd, (2), or (3) of this section,
the tax commissioner shald—may notify the director of budget and
management, who, upon receiving such notification, shall

withhold $£+ema portion of each payment made to the municipal

corporation under section 718.83 of the Revised Code. The

commissioner shall specify the percentage of the payment to be

withheld, not to exceed fifty per cent of the amount of the

payment otherwise due to the municipal corporation under that
section. The director shall compute the withholding on the basis
of the tax rate most recently certified to the tax commissioner

until the municipal corporation complies with divisions (C) (1)
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ame, (2), and (3) of this section.

(D) The tax commissioner shall enforce and administer
sections 718.80 to 718.95 of the Revised Code. In addition to
any other powers conferred upon the tax commissioner by law, the

tax commissioner may:

(1) Prescribe all forms necessary to administer those

sections;

(2) Adopt such rules as the tax commissioner finds

necessary to carry out those sections;

(3) Appoint and employ such personnel as are necessary to
carry out the duties imposed upon the tax commissioner by those

sections.

(E) No tax administrator shall utilize sections 718.81 to
718.95 of the Revised Code in the administrator's administration
of a municipal income tax, and those sections shall not be
applied to any taxpayer that has not made the election under

this section.

(F) Nothing in this chapter shall be construed to make any
section of this chapter, other than sections 718.01 and 718.80
to 718.95 of the Revised Code, applicable to the tax
commissioner's administration of a municipal income tax or to

any taxpayer that has made the election under this section.

(G) The tax commissioner shall not be considered a tax
administrator, as that term is defined in section 718.01 of the

Revised Code.

Sec. 718.81. If a term used in sections 718.80 to 718.95
of the Revised Code that is not otherwise defined in this

chapter is used in a comparable context in both the laws of the
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United States relating to federal income tax and in Title LVII
of the Revised Code and the use is not consistent, then the use
of the term in the laws of the United States relating to federal
income tax shall have control over the use of the term in Title
LVII of the Revised Code, unless the term is defined in Chapter
5703. of the Revised Code, in which case the definition in that
chapter shall control. Any reference in this chapter to the
Internal Revenue Code includes other laws of the United States
related to federal income taxes. If a term is defined in both
this section and section 718.01 of the Revised Code, the
definition in this section shall control for all uses of that

term in sections 718.80 through 718.95 of the Revised Code.

As used in sections 718.80 to 718.95 of the Revised Code

only:

(A) "Municipal taxable income" means income apportioned or
sitused to the municipal corporation under section 718.82 of the
Revised Code, as applicable, reduced by any pre-2017 net
operating loss carryforward available to the person for the

municipal corporation.

(B) "Adjusted federal taxable income," for a person
required to file as a C corporation, or for a person that has
elected to be taxed as a C corporation as described in division
(D) (5) of section 718.01 of the Revised Code, means a C
corporation's federal taxable income before net operating losses
and special deductions as determined under the Internal Revenue

Code, adjusted as follows:

(1) Deduct intangible income to the extent included in
federal taxable income. The deduction shall be allowed
regardless of whether the intangible income relates to assets

used in a trade or business or assets held for the production of
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income.

(2) Add an amount equal to five per cent of intangible
income deducted under division (B) (1) of this section, but
excluding that portion of intangible income directly related to
the sale, exchange, or other disposition of property described

in section 1221 of the Internal Revenue Code.

(3) Add any losses allowed as a deduction in the
computation of federal taxable income if the losses directly
relate to the sale, exchange, or other disposition of an asset

described in section 1221 or 1231 of the Internal Revenue Code.

(4) (a) Except as provided in division (B) (4) (b) of this
section, deduct income and gain included in federal taxable
income to the extent the income and gain directly relate to the
sale, exchange, or other disposition of an asset described in

section 1221 or 1231 of the Internal Revenue Code.

(b) Division (B) (4) (a) of this section does not apply to
the extent the income or gain is income or gain described in

section 1245 or 1250 of the Internal Revenue Code.

(5) Add taxes on or measured by net income allowed as a

deduction in the computation of federal taxable income.

(6) In the case of a real estate investment trust or
regulated investment company, add all amounts with respect to
dividends to, distributions to, or amounts set aside for or
credited to the benefit of investors and allowed as a deduction

in the computation of federal taxable income.

(7) Deduct, to the extent not otherwise deducted or
excluded in computing federal taxable income, any income derived
from a transfer agreement or from the enterprise transferred

under that agreement under section 4313.02 of the Revised Code.
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(8) Deduct exempt income to the extent not otherwise
deducted or excluded in computing adjusted federal taxable

income.

(9) Deduct any net profit of a pass-through entity owned
directly or indirectly by the taxpayer and included in the
taxpayer's federal taxable income unless an affiliated group of
corporations includes that net profit in the group's federal
taxable income in accordance with division (E) (3) (b) of section

718.86 of the Revised Code.

(10) Add any loss incurred by a pass-through entity owned
directly or indirectly by the taxpayer and included in the
taxpayer's federal taxable income unless an affiliated group of
corporations includes that loss in the group's federal taxable
income in accordance with division (E) (3) (b) of section 718.86

of the Revised Code.

If the taxpayer is not a C corporation, is not a
disregarded entity that has made the election described in
division (L) (2) of section 718.01 of the Revised Code, and is
not a publicly traded partnership that has made the election
described in division (D) (5) of section 718.01 of the Revised
Code, the taxpayer shall compute adjusted federal taxable income
under this section as if the taxpayer were a C corporation,
except guaranteed payments and other similar amounts paid or
accrued to a partner, former partner, shareholder, former
shareholder, member, or former member shall not be allowed as a
deductible expense unless such payments are in consideration for
the use of capital and treated as payment of interest under
section 469 of the Internal Revenue Code or United States
treasury regulations. Amounts paid or accrued to a qualified

self-employed retirement plan with respect to a partner, former
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partner, shareholder, former shareholder, member, or former 224
member of the taxpayer, amounts paid or accrued to or for health 225
insurance for a partner, former partner, shareholder, former 226
shareholder, member, or former member, and amounts paid or 2277
accrued to or for life insurance for a partner, former partner, 228
shareholder, former shareholder, member, or former member shall 229
not be allowed as a deduction. 230
Nothing in division (B) of this section shall be construed 231

as allowing the taxpayer to add or deduct any amount more than 232
once or shall be construed as allowing any taxpayer to deduct 233
any amount paid to or accrued for purposes of federal self- 234
employment tax. 235
(C) "Taxpayer" has the same meaning as in section 718.01 236

of the Revised Code, except that "taxpayer" does not include 237
natural persons or entities subject to the tax imposed under 238
Chapter 5745. of the Revised Code. "Taxpayer" may include 239
receivers, assignees, or trustees in bankruptcy when such 240
persons are required to assume the role of a taxpayer. 241
(D) "Tax return" or "return" means the notifications and 242
reports required to be filed pursuant to sections 718.80 to 243
718.95 of the Revised Code for the purpose of reporting 244
municipal income taxes, and includes declarations of estimated 245
tax. 246
(E) ‘Faxabte—yjeari-means—the—ecatendar—year—eor—the 247
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++)—"Assessment" means a notice of underpayment or

nonpayment of a tax issued pursuant to section 718.90 of the

Revised Code.

Sec. 718.83. (A) On or before the last day of each month,
the tax commissioner shall certify to the director of budget and
management the amount to be paid to each municipal corporation,
based on amounts reported on annual returns and declarations of
estimated tax under sections 718.85 and 718.88 of the Revised
Code, less any amounts previously distributed and net of any
audit adjustments made or refunds granted by the commissioner,
for the calendar month preceding the month in which the
certification is made. Not later than the fifth day of each
month, the director shall provide for payment of the amount
certified to each municipal corporation from the municipal net
profit tax fund, plus a pro rata share of any investment
earnings accruing to the fund since the previous payment under
this section, and minus any reduction required by the
commissioner under division (D) of this section. Each municipal
corporation's share of such earnings shall equal the proportion
that the municipal corporation's certified tax payment is of the
total taxes certified to all municipal corporations in that
quarter. All investment earnings on money in the municipal net

profit tax fund shall be credited to that fund.
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(B) If the tax commissioner determines that the amount of
tax paid by a taxpayer and distributed to a municipal
corporation under this section for a taxable year exceeds the
amount payable to that municipal corporation under sections
718.80 to 718.95 of the Revised Code after accounting for
amounts remitted with the annual return and as estimated taxes,
the commissioner shall proceed according to divisiens—A)r—anc—
“+B)r—ef—section 5703.77 of the Revised Code.

(C) If the amount of a municipal corporation's net
distribution computed by the commissioner under division (A) of
this section is less than zero, the commissioner may notify the
municipal corporation of the deficiency. Within thirty days
after receiving such a notice, the municipal corporation shall
pay an amount equal to the deficiency to the treasurer of state.
The treasurer of state shall credit any payment received under

this division to the municipal net profit tax fund.

(D) If a municipal corporation fails to make a timely
payment required under division (C) of this section, the
commissioner may recover the deficiency using any or all of the

following options:

(1) Deduct the amount of the deficiency from the next
distribution to that municipal corporation under division (A) of
this section or, if the amount of the deficiency exceeds the
amount of such distribution, withhold such distributions
entirely until the withheld amount equals the amount of the

municipal corporation's deficiency;

(2) Deduct the amount of the deficiency from the next
payment to that municipal corporation under division (A) of
section 5745.05 of the Revised Code or, if the amount of the

deficiency exceeds the amount of such distribution, withhold
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such distributions entirely until the withheld amount equals the 315
amount of the municipal corporation's deficiency; 316

(3) Deduct the amount of the deficiency from the municipal 317
corporation's share of the next payment made by the commissioner 318
under division (F) of section 321.24 of the Revised Code or, if 319
the amount of the deficiency exceeds the amount of the municipal 320
corporation's share of such payment, withhold the municipal 321
corporation's share of the payments entirely until the withheld 322
amount equals the amount of the municipal corporation's 323
deficiency. 324

(E) The total amount of payments and distributions 325
withheld from a municipal corporation under division (D) of this 326
section shall not exceed the unpaid portion of the municipal 327
corporation's net distribution deficiency. All amounts withheld 328
under division (D) of this section shall be credited to the 329
municipal net profit tax fund. 330

(F) The commissioner may adopt rules necessary to 331
administer this section. 332

Sec. 718.841. (A) The department of taxation shall create 333
and maintain a world wide web portal capable of securely 334
exchanging information between the department and municipal 335
corporations. 336

(B) The web portal created pursuant to division (A) of 337
this section shall be used by both the department and municipal 338
corporations to securely exchange information as required under 339
sections 718.80 to 718.95 of the Revised Code. The tax 340
commissioner shall establish the procedures by which municipal 341
corporations may access the web portal and the format in which 342

information must be submitted. 343




H. B. No. 228
As Introduced

(C) If the web portal is unavailable for any reason, the

tax commissioner and municipal corporations shall provide the

information as required under sections 718.80 to 718.95 of the

Revised Code through another secure format. If the commissioner

determines it reasonably necessary, the commissioner may extend

the time within which information must be provided by not more

than fortyv-five days. If the commissioner extends the time

within which information must be provided, any event attaching a

penalty for failure to provide such information shall be

extended accordingly.

(D) The tax commissioner may modify the web portal created

pursuant to division (A) of this section to enable the exchange

of information between the commissioner and municipal

corporations under Chapter 5745. and division (D) of section

5747.50 of the Revised Code and as otherwise required or

permitted by law.

(E) The tax commissioner may adopt rules governing the use

of the web portal created pursuant to division (A) of this
section.
Sec. 718.85. (A) (1) For each taxable year, every taxpayer

shall file an annual return. Such return, along with the amount
of tax shown to be due on the return less the amount paid for
the taxable year under section 718.88 of the Revised Code, shall
be submitted to the tax commissioner, on a form and in the
manner prescribed by the commissioner, on or before the
fifteenth day of the fourth month following the end of the

taxpayer's taxable year.
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+33+—The remittance shall be made payable to the treasurer
of state and in the form prescribed by the tax commissioner. If
the amount payable with the tax return is ten dollars or less,

no remittance is required.

(B) The tax commissioner shall immediately forward to the
treasurer of state all amounts the commissioner receives

pursuant to sections 718.80 to 718.95 of the Revised Code. The

treasurer shall credit simpety—aine—aRd—oRe—hatfPper—eent—ef—such

amounts to the municipal net profit tax fund which is hereby

created in the state treasury;—apd—the—remainder—to—the

1 sy Lo = Al U, I I AR | P
UMM T T O T CTT = T OTTCr o CAaOT T T OoOITITCD | B AW ) wwg

. . 1 . +
molirrocrpar  TIICcOmeS oo

4+ o E7AC N2 £+ 1 n 2 A A
oo o CITUTT T T T T e UJ o CITC E N s ESrw L wAw § \AW Ly
(C) (1) Each return required to be filed under this section

shall contain the signature of the taxpayer or the taxpayer's

duly authorized agent and of the person who prepared the return
for the taxpayer, and shall include the taxpayer's
identification number. Each return shall be verified by a

declaration under penalty of perjury.

(2) (a)

include,

The tax commissioner may require a taxpayer to

with each annual tax return, amended return, or request
for refund filed with the commissioner under sections 718.80 to
718.95 of the Revised Code, copies of any relevant documents or

other information.

(b) A taxpayer that files an annual tax return
electronically through the Ohio business gateway or in another
manner as prescribed by the tax commissioner shall either submit

the documents required under this division electronically as
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prescribed at the time of filing or, if electronic submission is
not available, mail the documents to the tax commissioner. The
department of taxation shall publish a method of electronically
submitting the documents required under this division on or

before January 1, 2019.

(3) After a taxpayer files a tax return, the tax
commissioner may request, and the taxpayer shall provide, any
information, statements, or documents required to determine and

verify the taxpayer's municipal income tax.

(D) (1) (a) Any taxpayer that has duly requested an
automatic extension for filing the taxpayer's federal income tax
return shall automatically receive an extension for the filing
of a tax return with the commissioner under this section. The
extended due date of the return shall be the fifteenth day of
the tenth month after the last day of the taxable year to which

the return relates.

(b) A taxpayer that has not requested or received a six-
month extension for filing the taxpayer's federal income tax
return may request that the commissioner grant the taxpayer a
six-month extension of the date for filing the taxpayer's
municipal income tax return. If the commissioner receives the
request on or before the date the municipal income tax return is
due, the commissioner shall grant the taxpayer's extension

request.

(c) An extension of time to file under division (D) (1) of
this section is not an extension of the time to pay any tax due

unless the tax commissioner grants an extension of that date.

(2) If the commissioner considers it necessary in order to

ensure payment of a tax imposed in accordance with section
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718.04 of the Revised Code, the commissioner may require
taxpayers to file returns and make payments otherwise than as
provided in this section, including taxpayers not otherwise

required to file annual returns.

(E) Each return required to be filed in accordance with
this section shall include a box that the taxpayer may check to
authorize another person, including a tax return preparer who
prepared the return, to communicate with the tax commissioner
about matters pertaining to the return. The return or
instructions accompanying the return shall indicate that by
checking the box the taxpayer authorizes the commissioner to
contact the preparer or other person concerning questions that
arise during the examination or other review of the return and
authorizes the preparer or other person only to provide the
commissioner with information that is missing from the return,
to contact the commissioner for information about the
examination or other review of the return or the status of the
taxpayer's refund or payments, and to respond to notices about
mathematical errors, offsets, or return preparation that the
taxpayer has received from the commissioner and has shown to the

preparer or other person.

(F) When income tax returns or other documents require the
signature of a tax return preparer, the tax commissioner shall
accept a facsimile or electronic version of such a signature in

lieu of a manual signature.
Sec. 5703.77. (A) As used in this section:

(1) "Taxpayer" means a person subject to or previously
subject to a tax or fee, a person that remits a tax or fee, or a
person required to or previously required to withhold or collect

and remit a tax or fee on behalf of another person.
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(2) "Tax or fee" means a tax or fee administered by the

tax commissioner.

(3) "Credit account balance" means the amount of a tax or
fee that a taxpayer remits to the state in excess of the amount
required to be remitted, after accounting for factors applicable
to the taxpayer such as accelerated payments, estimated
payments, tax credits, and tax credit balances that may be

carried forward.

(4) "Tax debt" means an unpaid tax or fee or any unpaid
penalty, interest, or additional charge on such a tax or fee due

the state.

(B) As soon as practicable, but not later than sixty days
before the expiration of the period of time during which a
taxpayer may file a refund application for a tax or fee, the tax
commissioner shall review the taxpayer's accounts for the tax or
fee and notify the taxpayer of any credit account balance for
which the commissioner is required to issue a refund if the
taxpayer were to file a refund application for that balance,
regardless of whether the taxpayer files a refund application or
amended return with respect to that tax or fee. The notice shall
be made using contact information for the taxpayer on file with

the commissioner.

(C) Notwithstanding sections 128.47, 718.91, 3734.905,
4307.05, 5726.30, 5727.28, 5727.42, 5727.91, 5728.061, 5735.122,
5736.08, 5739.07, 5739.104, 5741.10, 5743.05, 5743.53, 5747.11,
5749.08, 5751.08, 5753.06, and any other section of the Revised
Code governing refunds of taxes or fees, the commissioner may
apply the amount of any credit account balance for which the
commissioner is required to issue a refund if the taxpayer were

to file a refund application for that balance as a credit
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against the taxpayer's liability for the tax or fee in the
taxpayer's next reporting period for that tax or fee or issue a
refund of that credit account balance to the taxpayer, subject

to division (D) of this section.

(D) Before issuing a refund to a taxpayer under division
(C) of this section, the tax commissioner shall withhold from
that refund the amount of any of the taxpayer's tax debt
certified to the attorney general under section 131.02 of the
Revised Code and the amount of the taxpayer's liability, if any,
for a tax or fee. The commissioner shall apply any amount
withheld first in satisfaction of the amount of the taxpayer's
certified tax debt and then in satisfaction of the taxpayer's

liability._If the credit account balance originates from the tax

administered under sections 718.80 to 718.95 of the Revised

Code, it mayv be applied only against the taxpaver's certified

tax debt or tax liability due under those sections.

(E) The tax commissioner may adopt rules to administer

this section.

Section 2. That existing sections 718.80, 718.81, 718.83,

718.85, and 5703.77 of the Revised Code are hereby repealed.

Section 3. The amendment by this act of sections 718.80,
718.81, and 718.85 of the Revised Code applies to municipal

taxable years beginning on or after January 1, 2022.

Section 4. With respect to the world wide web portal
required to be established under section 718.841 of the Revised
Code, the Department of Taxation shall make the portal available
to municipal corporations for the exchange of information
required by division (C) (1) of section 718.80 of the Revised

Code and divisions (B), (C), and (D) of section 718.84 of the
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Revised Code upon the effective date of the enactment by this
act of section 718.841 of the Revised Code, and shall continue
to add functionality to the portal until such time that the
portal is capable of handling the exchange of all information
necessary to be exchanged for the purposes of administering

sections 718.80 to 718.95 of the Revised Code.
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